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Economic Policy in Canada in 1958 


The economic recession in Canada was neither so 
severe nor so prolonged as had been feared, and national 
output reached a new high in the final quarter of 1958, 
states the Governor of the Bank of Canada in his 
annual report to the Minister of Finance. Financial 
developments in 1958 were dominated by the Govern- 
ment’s large borrowing requirements. Total govern- 
ment debt rose by $1.25 billion, compared with debt 
redemption of $70 million in 1957. During the first 
quarter of the year (a period of seasonal liquidity), the 
public other than banks purchased some of the new 
government issues. In the next two quarters, the bank- 
ing system absorbed $1.3 billion of government bonds 
and bills, while the public sold $570 million of market- 
able government securities and the Unemployment 
Insurance Fund liquidated some of its holdings. The 
consequent increase in bank assets resulted in a rise 
of 12 per cent in total currency and bank deposits in the 
year ended September 30, 1958, and the money supply 
(currency and bank deposits excluding government 
deposits) increased by 13 per cent. The chartered 
banks’ cash and liquid assets position was strengthened 
by central bank purchases of more than $300 million 
of government securities in the second and third 
quarters. 

As combined government, provincial, municipal, and 
corporate borrowing in the bond market in the first 
half of 1958 was far higher than in any half year since 
the war, bond prices began to decline in May, after 
relative stability in the early months of the year, and 
bond yields rose. The decline became rapid in June, 
intensified by the growing concern of investors about 
the possibility of inflation. In July, the Government 
Started its conversion loan campaign, offering interest 
rates between 3 per cent and 4% per cent for the 
exchange into longer maturities of 3 per cent Victory 
Bonds due between 1959 and 1966; this resulted in an 
extension of the average maturity of the Government’s 
marketable securities outstanding from 6 years and 2 
months to 10 years and 7 months. More than 90 per 
cent of the $6.4 billion of eligible issues were converted. 
The monetary expansion related to the Bank of Can- 
ada’s policy of sustaining the prices of the conversion 
loan and to another major short-term government issue 
in mid-July was followed by a rapid decline in money 
rates; by the end of July, the treasury bill rate had 


fallen to 0.87 per cent and the discount rate to 1.12 
per cent. In August, however, short-term rates began 
to rise again. The Bank of Canada increased its sales 
of treasury bills during the third quarter, thus partly 
offsetting the effect of its bond purchases on the cash 
reserves of the chartered banks. By the end of the 
quarter, treasury bill holdings of the Bank of Canada 
were reduced to $70 million, and by the end of the year 
to $36 million. After a strong downward movement of 
bond prices in October and early November, the Bank 
of Canada discontinued its sustaining purchases of long- 
term conversion issues. Bond prices generally continued 
to move downward until mid-December, then rose mod- 
erately in the final weeks of the year. In the last quarter, 
the nonbank public purchased $510 million of securi- 
ties, mostly short-term issues, and the same amount was 
invested in Canada Savings Bonds. The chartered banks 
and the Bank of Canada both sold securities. With 
some increase in bank loans, total currency and bank 
deposits again expanded a little during the fourth quar- 
ter, but the privately held money supply was reduced 
somewhat. Both treasury bill yields and the discount 
rate continued to rise. The increase in general loans by 
banks, after a period of stagnation, was mainly in per- 
sonal loans, and the trend in total credit extended to 
consumers was upward toward the end of the year. 
While small loans to business increased, business credits 
of $100,000 and more were reduced; however, lines 
for these credits were increased considerably during 
the year, thus probably preparing the basis for a further 
expansion. The ceiling on term loans by chartered 
banks to business corporations, which had been raised 
to $1 million in February 1958, was increased to $2 
million in November 1958. 

The report indicates concern over the problem of 
discrimination, at the expense of small business, in the 
allocation of resources during a major increase of busi- 
ness activity in the future. It points out that direct 
intervention in the market is outside the powers of the 
Bank of Canada, whose activity is limited to regulating 
the over-all money supply, but that governments may 
play a more active role in influencing the allocation of 
credit. The report strongly denies the theory that in a 
democracy high employment can be achieved only by 
the acceptance of some degree of inflation. In the end, 
inflation creates more unemployment than it temporarily 
cures, it lowers productivity, and it destroys economic 
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order and social stability. The international cooperation 
reflected in the concerted move of European countries 
toward convertibility seems to be a welcome indicator 
of the progress that has been made toward a balanced 
international financial position. It has been increasingly 
recognized that, with respect to the value of currency, 
there is a direct link between domestic economic, fiscal, 
and monetary policies and the balance of international 
payments. The important role of the International 
Monetary Fund and of the World Bank in making 
resources available to member countries and the impor- 


tance of the Fund in promoting conservative exchange 
arrangements are emphasized repeatedly in the report. 
Convertibility in Europe, however, does not auto- 
matically open additional export opportunities for Can- 
ada, unless remaining quantitative restrictions are eased. 
The report expresses hope that arrangements for 
regional economic cooperation in Europe will not inter- 
fere with the removal of controls against dollar goods. 
Source: Bank of Canada, Annual Report of the Gover- 
nor to the Minister of Finance for the Year 
1958, Ottawa, Canada. 





Increases in Quotas in the Fund 

The bill which approves an increase in the U.S. quota 
in the Fund and in the U.S. subscription to the capital 
of the IBRD was approved by the Senate on March 19 
by 73 votes to 10, and by the House of Representatives 
on March 25 by 315 votes to 57. The Senate version 
of the bill, however, includes an amendment which 
would postpone additional U.S. payments to the Fund 
until July 1. This amendment was carried by 58 votes 
to 25. 

The International Bank and Monetary Fund bill 
which authorizes an increased Fund quota and an 
increased IBRD subscription for the United Kingdom 
was given a third reading without a division in the 
House of Lords on March 17. 

Two Fund members, Ecuador and Guatemala, have 
already offered their increased subscriptions to the Fund 
and the Bank. 

Sources: The Wall Street Journal, New York, N.Y., 
March 20 and 26, 1959; The Times, London, 
England, March 18, 1959. 


Price of Gold 


The dollar price of gold in London on March 18 was 
$35.05, the lowest price since January 29, 1958. In 
the first half of March, it declined 1% cents. There 
appear to be two main reasons for this decline. First, 
the recent strength of the U.S. dollar in Ziirich led the 
Swiss authorities to sell dollars to support the franc. 
The Swiss National Bank has presumably been selling 
gold against purchases of dollars. Second, other central 
banks have also tended to offer gold during the past few 
weeks, although on a smaller scale than the Swiss 
authorities; and during the same period demand from 
the Middle and Far East markets has fallen off. Russia 
also has been selling gold at $35.06; but with the price 
decline in London, sales from this source appear to have 
dried up. 





The recent weakness in the market is more than 
likely accounted for by the fading hopes of a higher 
dollar price for gold. Some of the gold holdings built 
up last year, partly as a result of mistrust of the U.S. 
dollar in Europe (see this News Survey, Vol. XI, 
p. 285), are probably now being liquidated. 

Source: The Times, London, England, March 19, 1959. 


Wheat Supplies and Exports of Major Exporting Countries 


Notwithstanding an increase in exports during the 
August-December period, combined wheat supplies of 
the four major exporting countries on January 1, 1959, 
at 2.5 billion bushels, were 22 per cent above those a 
year earlier. The only reduction was in Canada, where 
supplies fell by 13 per cent, to 700 million bushels. 
Supplies in the United States rose by 40 per cent, to 
1.5 billion bushels; in Australia they almost tripled, to 
144 million bushels; and in Argentina they rose about 
14 per cent, to 145 million bushels. Total exports of 
the four countries during the first five months of the 
Canadian crop year increased by 2 per cent, to 367 
million bushels. Exports from both the United States 
and Argentina were higher than in the preceding year, 
but those from Canada and Australia decreased. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, February 13, 1959. 


Europe 


U.K. Repurchase from the Fund 


The United Kingdom made a repurchase of $200 
million from the International Monetary Fund on 
March 19. The U.K. Government had notified the 
Fund in December 1958 that it intended to repurchase 
$200 million before April 30, the end of the Fund’s 
fiscal year, and that it would repurchase the outstanding 
balance monthly through 1960 and 1961—and more 
expeditiously if possible. 
Source: The Financial 

March 20, 1959. 


Times, London, England, 





INTERNATIONAL FINANCIAL News Survey, March 27, 1959 295 


U.K. Trade 


Following the normal seasonal movement, both 
exports and imports of the United Kingdom fell in 
February, but not so far as to suggest that any change 
in trend has occurred. Exports, amounting to £250.9 
million, were £19 million less than in January. Some 
£3.3 million of this decline was in sales to the United 
States, which fell to £24.5 million; just over another 
£1 million was accounted for by reduced sales to Can- 
ada, which totaled £12.3 million. For January and 
February taken together, total exports were 3 per cent 
less than a year earlier. 

Imports in February were £292.4 million—a decrease 
of £36 million from January, which was slightly less 
than the decline between the same two months last 
year. For January and February together, imports were 
1% per cent less than in 1958. Since re-exports rose 
by almost £1 million, to £10.4 million, the trade deficit 
was reduced in February to £31.1 million, £18 million 
less than in January. 
Source: The Financial 

March 13, 1959. 


Times, London, England, 


Unemployment in the United Kingdom 
The U.K. Minister of Labor announced on March 18 
that unemployment in Great Britain in March fell from 
2.8 per cent of the working population to 2.5 per cent, 
the largest fall in any month since 1947. Every region 
in England, Wales, and Scotland recorded a substantial 
decrease. Unemployment in March amounted to 
550,000, against 608,000 in February. The Minister 
said that this could not be explained by anything except 
a general revival of demand, since the improvement was 
three times greater than could possibly be attributed to 
seasonal factors. The decline was concentrated among 
the wholly unemployed, where the total had dropped 
by 48,000. 
Source: The Financial 
March 19, 


Credit Policy in France 


When the Bank of France lowered its basic discount 
rate by 0.25 per cent and the rate for advances on 
securities by 0.5 per cent, on February 5, the penalty 
rates that banks have to pay for central bank credit 
above their individual rediscount ceilings were not 
changed (see this News Survey, Vol. XI, p. 247). On 
March 19, however, these penalty rates were reduced— 
from 7 per cent to 6 per cent for rediscounts exceeding 
the ceilings by less than 10 per cent, and from 10 per 
cent to 8 per cent for rediscounts exceeding the ceilings 
by 10 per cent or more. At the same time, the rate for 


Times, 
1959. 


London, England, 


advances on securities was reduced by an additional 

0.5 per cent, to 6 per cent. 

Sources: Le Monde, Paris, France, March 20 and 
22-23, 1959. 


Unemployment in the Netherlands 


Over-all unemployment in the Netherlands decreased 
in January and February as more jobs became available 
for male as well as for female workers. The February 
figure for total male unemployment, corrected for sea- 
sonal influences, dropped to 77,000, from 84,000 in 
January. The decrease is ascribed to good weather con- 
ditions and a marked recovery in the metals industries 
and in some textile sectors. For the first time since 
1957, the monthly unemployment figures were lower 
than those for the corresponding month of the pre- 
ceding year. The Minister of Finance expressed the 
opinion that the present level of private investment is 
satisfactory, from the point of view of employment, and 
that no new incentives to stimulate investment are 
under consideration. 

Sources: De Maasbode, Rotterdam, Netherlands, 
March 4, 1959; Het Financieele Dagblad, 
Amsterdam, Netherlands, March 7, 1959. 


Denmark's Transactions with the Fund 


On February 20, Denmark announced the repurchase 
from the International Monetary Fund of $17 million. 
This repurchase, together with repurchases made in 
March and June 1958, exceeded by $8.5 million the 
$34 million purchased by Denmark from the Fund in 
July 1957. Since Denmark had originally paid in gold 
only 8% per cent of its quota in the Fund, the excess 
was applied to reducing the Fund’s holdings of kroner to 
75 per cent of quota. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
February 24, 1959. 


Finland—U.S.5.R. Trade Agreement 


In an agreement by Finland and the U.S.S.R. con- 
cerning trade between them in 1959, the value of 
Finnish exports, estimated at 560 million rubles, is 
approximately the same as in 1958, while the value of 
Finnish imports, estimated at 550-560 million rubles, 
is 10-15 per cent higher than last year. The mainte- 
nance of exports at the same value as in 1958, when 
Finland had a large trade surplus, is due to the fact 
that the U.S.S.R. has agreed that repayment of the gold 
loan of 40 million rubles granted to Finland by Russia 
in 1954 may be made in goods instead of in gold or 
foreign exchange. As in previous years, Finland will 
receive payment in gold or foreign exchange for exports 
amounting to 40 million rubles, and the U.S.S.R. has 
agreed to Finnish re-exports of 20 million rubles of 
wheat and oilcakes. Thus, the trade agreement provides 
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for a possible saving of 100 million rubles (US$25 
million) of foreign exchange by Finland. 

Among Finnish exports, the quotas for metal prod- 
ucts exceed those in 1958, whereas those for forest 
products are lower. Deliveries from Finnish shipyards 
will account for more than half of the metal products 
to be exported; the next largest group consists of 
machinery for the woodpulp and paper industry. 

The increase in Finnish imports covers almost all 
products. The quota for wheat has been increased from 
225,000 tons to 235,000 tons, for rye from 80,000 tons 
to 100,000 tons, for barley from 5,000 tons to 20,000 
tons, and for sugar from 85,000 tons to 100,000 tons. 
Imports of private automobiles by Finland are expected 
to be at least 3,500; the upper limit has been set at 
5,000 (5,500 last year) and that for trucks at 300 
(1,100 last year). 


Source: Hufvudstadsbladet, 
March 15, 1959. 


Helsinki, Finland, 


Foreign Investments in Italy 


Data published by the Italian Foreign Trade Institute 
on foreign investments in Italy under the law of Febru- 
ary 7, 1956 show that the so-called “productive” invest- 
ments—i.e., investments for the establishment of new 
enterprises or the expansion of enterprises already 
existing (as distinct from portfolio investments and 
loans )—amounted to Lit 22 billion (US$35 million) 
in 1958. Of this total, some Lit 15 billion was in the 
chemical and pharmaceutical industries and Lit 1.6 
billion in engineering and metallurgy. Other sectors 
attracting foreign investments included building (Lit 0.9 
billion), petroleum (Lit 0.7 billion), agriculture (Lit 0.6 
billion), food processing (Lit 0.5 billion), and mining 
(Lit 0.2 billion). 

As of the end of 1958, “productive” investments 
under the 1956 law totaled Lit 55.6 billion ($90 mil- 
lion), of which Lit 21.6 billion was in chemicals and 
pharmaceuticals, Lit 16.7 billion in the petroleum indus- 
try, Lit 5.2 billion in engineering and metallurgy, Lit 4 
billion in shipping, and Lit 1 billion in building. About 
half of this total “productive” investment was in Central 
and Southern Italy. Including portfolio investment and 
authorized loans, total investments under the law of 
February 1956 amounted to some Lit 100 billion ($160 
million); of this amount, $70 million was in dollars, 
$29 million in Swiss francs, $3.8 million in deutsche 
mark, and $0.6 million in Netherlands guilders. 
Sources: 24 Ore, Milan, Italy, January 25, 1959; Neue 

Ziircher Zeitung, Ziirich, Switzerland, 
March 1, 1959. 


Reopening of Private Discount Market in Germany 


Since February 5, 1959, rates for prime acceptances 
have again been quoted on the Frankfurt Stock Ex- 
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change. Thus organized trading in prime acceptances 
has been resumed in Germany after nearly two decades, 
and the money market has been enlarged by the addi- 
tion of an institution which was formerly of great 
importance. 

Under the new regulations, prime acceptances are 
deemed to mean DM bank acceptances, which serve for 
the first financing of import and transit transactions. 
They must be for an amount which is not less than 
DM 50,000 and should not be more than DM 250,000. 
Moreover, the amounts of the bills are to be divisible by 
DM 5,000. The maximum life for bank acceptances 
negotiable in the prime acceptances market is 90 days— 
a period that corresponds to the timing usual in Ger- 
man bill credit business. 

One of the main problems in the re-establishment of 
the prime acceptances market was the selection of those 
credit institutions whose acceptances can be dealt with 
in that market. Although it was agreed in principle 
that the selection of the accepting banks is a matter for 
the prime acceptances market itself, it nevertheless 
proved essential, for the initial period, to facilitate such 
selection by uniform, objective criteria. It was agreed 
that the capital and reserves of a bank should be taken 
as a criterion, and that capital resources of at least 
DM 3 million should in normal cases be made a pre- 
condition for the eligibility of accepting banks to offer 
prime acceptances. The amount of capital resources 
also determines the extent to which an accepting bank 
can put prime acceptances into circulation; in normal 
cases, the total amount of acceptances in circulation 
must not be more than one and a half times the banks’ 
capital and reserves. 

For the present, trading in prime acceptances has 
been confined to Frankfurt. At the Frankfurt Stock 
Exchange, the buying, selling, and middle rates for 
prime acceptances are quoted separately for “long 
sight,” that is, for prime acceptances of from 60 to 90 
days, and for “short sight,” that is, for bills which still 
have 30 to 59 days to run. Bills with less than 30 days 
to run are not traded. On February 5, the opening day 
of the prime acceptances market, the rates quoted were 
2%» per cent for long sight and 2%. per cent for 
short sight. 

The Privatdiskont A.G. of Frankfurt, which was 
formed on January 27, 1959, acts as broker. Its capital 
amounts to DM 5 million, and the shares have been 
subscribed by private banks and other credit institu- 
tions. The Privatdiskont A.G. performs a double func- 
tion in the prime acceptances market. It is the broker 
for the conduct of the stock exchange dealings, and it 
is the sole link between the market and the Bundesbank, 
which deals only with the Privatdiskont A.G. when it 
wishes to take prime acceptances out of the market or 
put them into it. The Bundesbank has declared itself 
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ready to give liquidity assistance to the prime accept- 
ances market in two ways. First, it may build up hold- 
ings of prime acceptances through purchases in the 
market. The mere readiness of the Bundesbank to reg- 
ulate the market is expected to exert a helpful influence. 
Second, prime acceptances can be rediscounted, at the 
official discount rate, at branches of the Bundesbank. 

Source: Deutsche Bundesbank, Monatsberichte, Frank- 

furt am Main, Germany, February 1959. 


Austrian Government Loan 


The Austrian Government floated a new bond issue 
of S 1 billion (US$38.5 million) on March 23. The 
proceeds are to be used to finance investments in the 
federal railways, to construct roads and schools, and 
to improve postal, telephone, and telegraph services. 
The bonds, which are offered to the public at par, 
mature in 20 years and carry an interest rate of 7 per 
cent. A syndicate of Austrian credit institutions has 
agreed to absorb that portion of the loan which is not 
subscribed by the public. An amendment to the Aus- 
trian Income Tax Law, which became effective in 1958, 
provides for certain tax concessions to purchasers of 
these bonds (see this News Survey, Vol. XI, p. 76). 
Source: Wiener Zeitung, Vienna, Austria, February 25, 

1959. 


Middle East 


U.K. and German Credits fo the Sudan 


The Government of the Sudan has obtained credits 
equivalent to US$30.7 million from the United Kingdom 
and the Federal Republic of Germany. The agreement 
with the United Kingdom makes available up to £5 mil- 
lion to be used for the purchase of British goods under 
the Export Credit Guarantees Act. The loan, plus 
interest, is repayable in six equal half-yearly installments 
commencing two years from the date the agreement was 
signed, which was February 2, 1959. No other restric- 
tions have been attached to the use of the loan or to 
the use of the local currency proceeds from imports. 

The credits made available by Germany would 
amount to DM 75 million, of which DM 25 million 
is to be advanced by the Reconstruction Loan Corpora- 
tion of Frankfurt for equipment supplied by Siemens, 
one of the two contractors for the Sennar Dam Elec- 
trification Project; the remaining DM 50 million is to 
be advanced by German exporters under a guarantee of 
the Federal Government in connection with other cap- 
ital goods to be purchased by the Sudanese Govern- 
ment. Repayments extend over a period of eight years 
commencing one year after the credits are utilized. 


The contract combining the Sennar Dam Electrifica- 
tion Project, designed to generate 15,000 kw. of hydro- 
electric power, with the expansion of an existing thermal 
power plant at Khartoum which would generate 10,000 
kw. and related transmission lines, has been awarded, 
at a total cost of £4.5 million, to the international con- 
sortium represented by the English Electric Co. and 
Siemens. The project will be completed in two 
stages, the first by January 1961 and the second by 
April 1962. 


Sources: Information Center of the Republic of the 
Sudan, News Bulletin, Khartoum, Sudan, 
February 26, 1959; Barclays Bank D.C.O., 
Overseas Review, February 1959, and Mid- 
dle East Economic Digest, March 13, 1959, 
London, England. 


Libyan Budget 


A record budget has been approved by the Libyan 
Parliament for the financial year beginning on April 1, 
1959. Total expenditures will amount to L£13.4 mil- 
lion, an increase of L£1 million over fiscal 1958-59 and 
L£3.3 million over fiscal 1957-58. The Federal Gov- 
ernment has been allocated L£5.0 million, compared 
with L£4.3 million in the previous year; the three Prov- 
inces will receive a total of L£6.2 million, compared 
with L£5.4 million in the previous year; and the remain- 
der (L£2.2 million compared with L£2.5 million in 
1958-59) has been allocated to development agencies. 

Since domestic sources of revenue are not expected 
to yield more than half the total funds needed to cover 
expenditures, it is expected that foreign assistance from 
the U.S., U.K., and French Governments will make up 
the difference. U.S. assistance in 1958-59 amounted to 
$19.0 million, of which $8.0 million (L£2.9 million) 
was in the form of budget support and direct contribu- 
tions to development agencies. So far, the amount of 
U.S. assistance in 1959-60 has not been determined. 
The United Kingdom agreed in 1958 to contribute to 
the Libyan Government L£3.25 million annually for 
five years. The contribution of the French Government 
has been at the rate of L£0.25 million per year. 
Source: Middle East Economic Digest, London, Eng- 

land, March 13, 1959. 


Iraqi Import Regulations 


Iraq’s Directorate General of Trade has stopped 
issuing licenses for imports of edible vegetable oils, 
leather shoes, cigarettes, and cigars. The total value 
of such imports in 1956 was ID 730,000 (US$2.04 mil- 
lion) and in 1957 it was ID 964,000 (US$2.70 
million). 

Source: The Iraq Times, Baghdad, Iraq, February 26, 
1959. 
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Cereal Production and Storage in Iraq 


Preliminary reports indicate that the cereals crop in 
northern Iraq this year will exceed last year’s crop by 
25 per cent. Similar increases are also expected in the 
south and central parts of the country. The Govern- 
ment is considering the construction of granaries with 
a Capacity of about 250,000 tons at a cost of ID 7 
million (US$19.6 million). 


Source: Middle East Economic Digest, London, Eng- 
land, February 20, 1959. 


Pakistan's Financial Reforms 


The Government of Pakistan has accepted and 
implemented a number of the recommendations made 
to it by Dr. Vocke, the former president of the German 
Bundesbank, and Mr. Rolf Liike, of the Berliner Han- 
delsgesellschaft, who were invited by the Government 
in 1958 to survey the whole field of Pakistan's finances. 
The central recommendation is that the budget should 
be balanced; and the Finance Minister has already been 
given veto power over proposals made in the Cabinet 
for expenditure where funds are not available. Further 
recourse to short-term borrowing at the State Bank 
has been stopped, and the experts have suggested that 
such borrowing should be legally forbidden as long as 
the budget is unbalanced. In order to achieve fiscal 
equilibrium, it is recommended that emphasis be shifted 


from administrative and physical controls to a dynamic 


monetary and fiscal policy. As a result of lack of 
experience, efficiency, and discipline, the present admin- 
istrative machinery is said to be incapable of running 
a system of physical controls. Controls over prices of 
both agricultural and industrial products should be 
abolished and replaced by price incentives. To estab- 
lish equilibrium in the foreign exchange budget, it is 
recommended that all foreign exchange dealings be 
centralized in the State Bank of Pakistan. Authorized 
exchange dealers would be required to sell daily to the 
State Bank all their intake of foreign exchange, and 
they would be allocated exchange by the State Bank 
according to a specified scheme. Of the total exchange 
earnings, 10 per cent would be added to the central 
reserve of the State Bank, 20 per cent would be credited 
to an account available for general import licenses issued 
under the export promotion scheme, 30 per cent to an 
account for private importers, and 40 per cent to an 
account for government imports. Special import 
licenses would be issued only from the account for 
private imports and according to official priorities. A 
bonus of 20-40 per cent of export proceeds would be 
given in the form of transferable general licenses, avail- 
able to bearer and valid for four months. Profits on 
exports would be exempted from all restrictions and 


export controls, and all export licenses would be 
removed. 

In putting the program into effect, the Government 
exempted raw materials from the bonus scheme and 
did not publish its program for imports under the special 
license scheme. Nor have controls on prices and profits 
been abolished. Because of outstanding commitments, 
the Government is reluctant to use all of the incoming 
foreign exchange in the new scheme. Pakistan’s indus- 
try is operating at an average of 30 per cent of capacity, 
owing to lack of raw materials and spare parts, and 
further austerity might lead to stagnation. 

The German experts have not claimed that Pakistan 
can solve all its economic problems without assistance. 
Foreign aid is required and should be given, provided 
that the country’s own efforts represent an_ essential 
contribution toward the solution of its problems. 
Source: The Economist, London, England, March 21, 

1959. 


Far East 
Bank Credit in India 


The Governor of the Reserve Bank of India has 
addressed a circular letter to the scheduled banks, 
requesting them to “exercise restraint on the further 
expansion of credit during the current busy season, 
and limit to a minimum their reliance on the Reserve 
Bank for funds.” Increased bank credit has been uti- 
lized recently for building up highly speculative posi- 
tions, especially in regard to certain commodities, and 
the Governor stated that “the Reserve Bank views this 
situation with some concern.” 

During the current busy season, bank credit has been 
expanding at a faster rate than in the corresponding 
period of the last three years. This has happened in 
spite of various factors, such as the slowing down of 
private imports and of the rate of industrial expansion, 
which should have retarded credit expansion. 


Source: The Hindu, Madras, India, February 24, 1959. 
Thailand's Industrial Promotion Act 


Industries that will be given protection and other 
privileges under the revised version of the Thai Indus- 
trial Promotion Act of 1954 (see this News Survey, 
Vol. XI, p. 250) include car assembling, certain 
branches of the textile industry, and manufacturing of 
paint, electric bulbs, electronics, parquet flooring, and 
iron products. The Act empowers the Thai Ministry 
of Industry to exercise considerable control over the 
industries receiving protection. 

Source: The Bangkok Post, Bangkok, Thailand, Janu- 
ary 8, 1959. 
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Foreign Trade of Cambodia 


The foreign trade of Cambodia during the first nine 
months of 1958 resulted in a deficit of 652 million riels, 
against a surplus of 36 million riels during the corre- 
sponding period of 1957. Imports increased by more 
than 50 per cent—from 1,375 million riels to 2,081 
million—while exports remained practically unchanged, 
at 1,428 million riels. In trade with the dollar and 
sterling areas, however, Cambodia had a surplus. 


The franc area remained Cambodia’s best supplier, 
providing 26 per cent of total imports; Japan supplied 
19 per cent, Hong Kong 14 per cent, the United States 
9 per cent, and Mainland China 6 per cent. The franc 
area headed the list of customers, taking 31 per cent 
of exports; the United States and Malaya took 20 per 
cent each, Hong Kong 16 per cent, and the Republic 
of Viet-Nam 5 per cent. 


Rice was again the principal export, representing 
nearly 50 per cent of the total; the increase over the 
first nine months of 1957 was 23 per cent. Rubber was 
next in importance, comprising 28 per cent of the total; 
the increase over 1957 was negligible. The franc area 
purchased 37 per cent of total rice exports, Malaya 30 
per cent, and Hong Kong 25 per cent. The United 
States bought 71 per cent and France 22 per cent of 
the rubber exports. 


Metals and metal products represented 35 per cent 
of total imports and were double the value of such 
imports in the first nine months of 1957; textile products 
amounted to 19 per cent of the total, an increase of 
82 per cent over 1957; dairy products amounted to 
12 per cent, an increase of 31 per cent; mineral prod- 
ucts represented 6 per cent, and miscellaneous products 
28 per cent, of total imports. 


Bulletin 
Decem- 


Source: Banque Nationale du Cambodge, 
Mensuel, Phném-Penh, Cambodia, 
ber 1958. 


Bank of Japan's Gold Purchases 


Following gold purchases of $30 million in Decem- 
ber and $20 million in January, the Bank of Japan has 
made a third purchase ($30 million) from the U.S. 
Federal Reserve System. For each of these purchases, 
the New York price, even though it includes the regular 
U.S. Treasury commission charge of % per cent, gave 
somewhat more advantageous results than gold pur- 
chases in London would have afforded. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
February 25, 1959; Nihon Keizai Shimbun, 
Tokyo, Japan, March 17, 1959. 


United States and Canada 
U.S. Expenditures on Plant and Equipment 


According to a recent survey conducted by the 
Department of Commerce and the Securities and 
Exchange Commission, U.S. businesses plan to spend 
about $31.8 billion on new plant and equipment in 
1959. This would be 4 per cent more than the $30.5 
billion of outlays in 1958, but about 14 per cent less 
than the $37 billion spent in 1957. The expected 
increases would occur in the manufacturing, nonrail 
transportation, and gas utilities industries. An increase 
of 7 per cent is expected in manufacturing, and one of 
27 per cent in nonrail transportation, mostly by airlines. 
For the utilities group as a whole, a rise of only 1 per 
cent is expected, a sizable increase in expenditures by 
gas utilities being partly offset by a decline in outlays 
by electric companies. 

Sales expectations are generally optimistic for 1959, 
with manufacturers expecting a 9 per cent increase 
over 1958—a return to the 1957 level. The expected 
increase would be larger in durable goods than in non- 
durable goods. 


Source: The Journal of Commerce, New York, N.Y., 
March 18, 1959. 


U.S. Consumer Buying Intentions 


Consumers in the United States are more optimistic 
about their financial prospects than they were a year 
ago, according to a survey of consumer finances con- 
ducted by the University of Michigan Survey Research 
Center for the Board of Governors of the Federal 


Reserve System. In addition, the number of families 
intending to make purchases, particularly of houses, is 
greater than the number a year ago. Of the 2,500 house- 
holds covered by the survey, 9.3 per cent are planning 
to purchase new houses this year, compared with 7.5 
per cent in 1958, and more families are planning 
major improvements and repairs. Somewhat fewer fam- 
ilies plan to purchase furniture and appliances this year, 
however. Of the families surveyed, 7.5 per cent plan 
to buy a new car this year, against 6.9 per cent in 1958. 
The survey of financial prospects shows that 42 per 
cent expect to have higher incomes a year from now— 
the highest percentage in the postwar period. Last 
year, only 37 per cent expected higher incomes. 
Source: The Journal of Commerce, New York, N.Y., 
March 6, 1959. 


Canadian Gold Dealings 


The Toronto Stock Exchange announced that from 
March 15 exact kilo weight gold bars would be made 
available for gold dealings in the Canadian market by 
the Canadian Copper Refiners Ltd. New bars with an 
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exact weight of 32 ounces will be issued with a fineness 

of 9,999 per 10,000, which is maximum purity and 

commonly known as pure gold. 

Source: The 
1959. 


Canadian Investment Outlook for 1959 

An official government survey estimates new private 
and public capital outlays in Canada in 1959 at $8.3 
billion, slightly below the $8.4 billion expended in 1958 
and 4 per cent less than 1957 expenditures. Gross 
total outlays, including repairs, are expected to be 
$11.1 billion, which would be exactly the same as for 
1958. An increase of 10 per cent is estimated for 
direct outlays by the Federal Government to meet the 
needs for defense installations and other services and 
to foster national development; and provincial and 
municipal governments are expected to raise their 
investment expenditures at approximately the same 
rate. The forecast indicates a rise in commercial con- 
struction and an unchanged rate of capital expenditure 
for a broad range of industry, including agriculture, 
forest and mineral extraction and processing, secondary 
manufacturing, and transportation and communications. 
Capital expenditures by the fuel and power industries 
are expected to be somewhat lower than in 1958, 
reflecting the fact that a number of large-scale under- 
takings, such as the Trans-Canada gas pipeline and the 
St. Lawrence Seaway, are nearing completion. In 1958, 
the carry-over of work on undertakings started in pre- 
vious years was large; the 1959 forecast, however, 
estimates that the proportion of work in newly initiated 
projects will be higher than last year. 


Times, London, 


England, March 13, 


Source: Department of Trade and Commerce, Press 
Release 5/59, Ottawa, Canada. 


Other Countries 
Australian Wool Prices 


Prices continued to show a steady movement in favor 
of sellers at the Australian wool auctions in the early 
part of February, and by the end of the second selling 
week were quoted at 5 per cent above the January 
closing level. Total wool exports in the second half of 
1958 amounted to 647.3 million pounds (greasy equiv- 
alent), 13.6 million pounds less than in the second half 
of 1957. Realizations, at £A 139.7 million, however, 
were £A 68.8 million, or 33 per cent, less than in the 
earlier half year. 

Source: National Bank of Australasia, Wool Letter, 
Melbourne, Australia, February 21, 1959. 


Banking in Sierra Leone 
In reporting on his recent economic survey of Sierra 
Leone, Professor D.T. Jack has stated that there is no 


justification for the complaint that banks discriminate 
against borrowing by Africans in Sierra Leone. In a 
population of some 2 million there are 2 British com- 
mercial banks with 13 branch offices. The main func- 
tion of these banks is to attract deposits and to lend to 
creditworthy borrowers to facilitate the passage of 
goods from producer to consumer. African deposits are 
probably used to finance non-African traders, but the 
solution does not lie with the creation of an indigenous 
bank, which would have to operate on the same sound 
principles of banking as do existing institutions. The 
real solution lies in the stimulation of African savings 
and the acquisition by Africans of creditworthy status, 
one element of which is the maintenance of a satisfac- 
tory record of banking transactions over a period of 
time. There are no grounds for holding that at the 
present time there is a vacuum to be filled by the crea- 
tion of a bank, indigenous in origin or ownership, either 
to operate commercially or to undertake central bank- 
ing functions. 

Source: Barclays Bank Review, 

February 1959. 


London, England, 


Banking in Western Samoa 

The Samoan Legislative Assembly will shortly con- 
sider the Bank of Western Samoa Bill, drafted to give 
effect to an agreement between the Government of 
Western Samoa and the Bank of New Zealand. The 
Bank, which is expected to begin operations on April 1, 
will initially have a capital of £100,000 in 1,000 shares 
of £100. The Government of Western Samoa will own 
450 shares and the Bank of New Zealand, which is a 
government-owned institution, 550 shares (see this 
News Survey, Vol. X, p. 168). 


Source: The New Zealand Herald, Auckland, New 
Zealand, January 27, 1959. 
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